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September 19, 2017 

 

VIA COMMISSION PORTAL  

Christopher J. Kirkpatrick 
Secretary, Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, N.W. 
Washington, D.C.  20581 

Re: Commission Regulation 40.6(a) Ð Rule Certification  
 LedgerX LLC Submission No. 17-01 

Dear Mr. Kirkpatrick: 

LedgerX LLC (ÒLedgerXÓ) hereby notifies the Commodity Futures Trading Commission (the 
ÒCommissionÓ), pursuant to Section 5c(c) of the Commodity Exchange Act (the ÒCEAÓ) and 
Commission Regulation 40.6(a), that it is certifying the attached amendments to the Operations 
Manual.  The attached amendments will become effective on October 4, 2017. 

A concise explanation and analysis of the amendments and their compliance with applicable 
provisions of the CEA, including the Core Principles, and the CommissionÕs Regulations, is 
attached hereto as Appendix A.  A marked copy of the amendments is attached hereto as 
Appendix B.  

LedgerX certifies that the amendments comply with the CEA and Commission Regulations 
thereunder.  LedgerX additionally certifies that it has concurrently posted a copy of this 
submission letter and the attachments hereto on LedgerXÕs website at https://ledgerx.com/.  
There were no substantive opposing views to the amendments. 

* * * *  
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Please contact the undersigned at (917) 677-7598 or ian@ledgerx.com if you have any questions 
or you would otherwise like to discuss this further. 

Sincerely, 

 

Ian J. Darrow 
General Counsel 
LedgerX LLC 
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Appendix A 

 

Rule/Section Explanation 

Core Principle or other 
CEA Provision, 

Commission Regulation 
and/or Commission 

Staff Letter 

Rule 3.9(c)(1), Rule 
7.2 

Clarification on mechanics of attaching liens 
to customer collateral deposits 

DCO Core Principle D 

DCO Core Principle E 

DCO Core Principle F 

DCO Core Principle G 

Rule 12.1 Product specification for USD-BTC 
European-style fully collateralized options 

SEF Core Principle 3 

SEF Core Principle 6 

Rule 12.2 Product specification for USD-BTC day-
ahead swaps 

SEF Core Principle 3 

SEF Core Principle 6 
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The Commodity Exchange Act requires that LedgerX LLC comply with the core principles 

set forth in the Commodity Exchange Act, as amended, and the regulations, rules and 

orders of the Commodity Futures Trading Commission, and establish, monitor and 

enforce its Rules relating to its business as a Swap Execution Facility and Derivatives 

Clearing Organization.  The following Rules of LedgerX LLC pertain to the trading and 

clearing of Exchange Contracts on LedgerX LLC and the rights and Obligations of 

Participants in connection with such activity.

�
�%���#���������� �����&���'���(�������)�(��

�����
�������*�������&���'���(�������)�(��

As used in these Rules, the following terms have the following respective meanings:

���'�'���
���$�����EA Person who, directly or indirectly, controls, is controlled by, or is under 

common control with another Person.

���� �����$�
�����
�)�������������� : A committee of the Board composed of Directors pursuant 

to Rule 2.11, and that acts in an adjudicative role and fulfills various adjudicative 

responsibilities and duties as described in Chapter 9.

���� ���
���+�$���
�������$�0�EWith respect to any Person, any statute, law, regulation, rule or 

ordinance of any government, governmental or self-regulatory authority applicable 

to such Person, including without limitation the CEA and CFTC Regulations and 

any laws and regulations relating to economic or trade sanctions.

���� �����)�)�(���$���������+�-�(�)�
�)�����+�$�
�
�2�������$�+�����+�$���
��: As soon as possible, taking into 

consideration the prevalence, implementation and use of technology by 

comparable market participants.

���� ���-�)�����@���������������������(���$�����/���EWith respect to any Participant that is an entity, an 

officer of such entity who is responsible for supervising all activities of the 

Participant, its Authorized User(s) and its employees relating to Transactions, and 
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�+���#���(�#���2���������!�������+���#��� �����������#���!� �#�������!�����������5� �#���������(� ����������������������������� ���!�������(�������#���$�����%����

���+������������������� ���!����

���� ���-�)�����@�������?�������E�"����� �����#� �)���(���#�%�������*���������%�������������#�������(�)�����������.�������#�����%��� ����� �!�����������+��� ��

�5� �#���������(� ������� �������*���������%��� ���������#���4�������.�������������5� �#���������(� ���������������#� ����������������������������� ���!����������

�.����� �)�+�����+�����������5� �#���������(� �����,��� ����������������������� �%�������+���-���=���5� �#���������(� �����%�,�����������#��������� �������3�#�����#�%��

� ���������)��� �#�����#� ���%� �����������%���������.����� �)�+�����+�����)��� �#�������0�*� �(�%�������%���������#�%�,���(�#���2��������������� ������������

�5� �#���������(� ��������� ������� �����%���%���(���#�2���%���#����� ���������#�����������2���#���%�����������������2������� �)�>�%�����#� �������!��� �������2���������%�,��

�.�������"���������#���4�������<�%���#�%���%��� �)�)���������������)���������������������(�)���������%�����#��� �!�������%�����+�����)��� �#�������0�*� �(�%��

�����%���������#�%���#���������������)��� �#�������0�*� �(�������%���������#�%������� ����� �#������� �����#� �)���(���#�%�����%��

���)�$�����E���������7��� �#�������+���1���#���������#�%�����+������������������� ���!����

�������+�)���(�E�"���1���!����� �)�������#�#����������

���������(���������&�$�2�E�"��������� �����������*��������������������������� ���!�������%�����(�������+���#�����#� �������!��

�
���� �E�������������������������� ��������� ���!�����"�����,��� �%��� ��������������

�
�!���
�����������
�$�����)�(���E���������#���!���)� ���������%�����+�������������-�����,��� �%�����������+�+���������+�#�������������������������������,��

�������)���������!��� �����������������%�%�������:���%�%�����������#�����#�%�����#�����������#�(�#�������2�������#�������:� �������������)���������#�%��
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�-�����'���
�)�����
���$�(�+����� �'�'���+�����E�����������������2������� �)��� �(�(���������������.�������������7��� �#�����������%���#�2����� �%����������

��������� ���!���>�%�����������+���������(�)��� �����������+�+�������#��

�
�-�����'�����,���+�������/����� �'�'���+�����E�����������������2������� �)��� �(�(���������������.�������������7��� �#�����������%���#�2����� �%����������

��������� ���!���>�%�����������+�����������������2�������+�+�������#��

�
�-�����'���������6��� �'�'���+�����E�����������������2������� �)��� �(�(���������������.�������������7��� �#�����������%���#�2����� �%����������

��������� ���!���>�%�����������+���#���%�;�����+�+�������#��

�
�
���$�����������0�$�������
�������)�������6���"�%�������+�����������������?�������������+�����-�������/���!���)� ���������%��

�
�
���$�����������0�$�������
�������)�����������+�+�)���(���E�"�%�������+�����������������?�������������+�����-�������/���!���)� ���������%��

� �����,���+���#���(���#�(���%���%�����+���������%�����/���)���%�,���%��� �)�)���������)��������� ����� �����������������%��� �.�)���%��������� ������

��� ������� �����������+���#��� �����)��� �#�������0�*� �(�%�������%���������#���.��������������������� ���!��������������������������� ���!���>�%��

�.�����;�%��� �������#�������#���%���������*����������� ���+����� ������� �)��� �%�%���������%�����#����� �����.�������#��������������������� �������#��� ��������

�*���������������%�����/���)���%��� �������%�����������������#���(�#�����������#���%��� �%������������������� ���!���� ��� ���� �����(�)�������������+�#������

��������������������������
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�������) �������(�����
�)���(���������$�����2�EAs set forth in Part 45 of CFTC Regulations and means 

the Participant that is designated as the Reporting Counterparty pursuant to Rule 

5.1.

���������)�(�����(���E Any Person subject to a Disciplinary Action and such Person’s legal

counsel or representative.

�������6���7�$�(�$���������(�����
�)���������������EThe committee appointed by the Board and 

constituted in accordance with Rule 2.8.

�����
�����EThese rules of the Exchange, as in effect and as may be amended from 

time to time.

�����
�'�9���������
�$���)���2��� �����$�(���@�$�����)�(�EAs set forth in CFTC Regulation 1.3(ee) and 

includes a DCO.

�������������EAll Exchange Contracts having identical terms, including Settlement Date 

and the value or range of values of an Underlying or category of asset class.

���������
�������(�������$�(�6�EA depository approved by the Exchange as an acceptable 

location for depositing Participant funds or Cleared Swaps Customer Collateral, as 

applicable.

���������
�������(�������$�(�6�����������(���������&�$�2�EA day a Settlement Bank is open for business.

���������
�������(�����&�$�����EA Business Day on which: (1) a Participant properly tenders to 

the Exchange an exercise notice, resulting in the delivery of the Underlying and 

payment on the next Business Day following the exercise; or (2) the Exchange 

automatically closes out and settles a Participant’s Exchange Contracts that offset 

one another.  An Exchange Contract that is an option and that has not been 

exercised on or before the last trading day will expire with no value.

���0�$���EAn Exchange Contract that is a swap as defined in Section 1a(47) of the 

CEA and as further defined by CFTC Regulation 1.3(xxx), and shall include 

Exchange Contracts that are options as set forth in the Exchange Contract 

Specifications.
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1. that the Participant, any of the Participant’s officers or any of the 

Participant’s Authorized Users has had trading or clearing privileges 

suspended, access to, or membership or clearing membership in 

any Regulatory Agency denied;

2. that the Participant, any of the Participant’s officers or any of the 

Participant’s Authorized Users has been convicted of, pled guilty or 

no contest to, or entered a plea agreement to any felony in any 

domestic, foreign or military court, or with the CFTC, as applicable;

3. that the Participant, any of the Participant’s officers or any of the 

Participant’s Authorized Users has been convicted of, plead guilty or 

no contest to, or entered a plea agreement to a misdemeanor in any 

domestic, foreign or military court, or with the CFTC, as applicable, 

which involves:

a embezzlement, theft, extortion, fraud, fraudulent conversion, 

forgery, counterfeiting, false pretenses, bribery, gambling, 

racketeering, or misappropriation of funds, securities or 

properties; or

b any Transaction in or advice concerning swaps, futures, 

options on futures or securities;

4. that the Participant, any of the Participant’s officers or any of the 

Participant’s Authorized Users has been subject to, or associated 

with a firm that was subject to, regulatory proceedings before any 

Regulatory Agency;

5. of any other material change in any information contained in the 

Participant’s application, including any failure to continue to meet the 

requirements to be an Eligible Contract Participant or any change in 

status as a swap dealer, major swap participant or financial entity;
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A. The following types of Orders may be entered on the Platform with respect 

to any Exchange Contract.

1. Market Order. An Order entered on the Platform to buy or sell 

immediately and executed at the best price currently available on the 

Platform.

2. Limit Order. An Order to buy or sell an Exchange Contract at a 

specified price or better.  A Limit Order must be entered on the 

Platform with a defined limit price.  A Limit Order will be executed 

when it is entered, to the extent that there are resting contra-Orders, 

with any balance of such Limit Order to remain as a resting Order 

until such Limit Order is executed or cancelled.  All Limit Orders shall 

be cancelled by the Exchange at the conclusion of Trading Hours on 

each Business Day.

3. Sweep, Cross and Print (“SCP”) Order. An Order to cross a 

pre-negotiated trade available only for Permitted Transactions.  An 

SCP Order must be entered on the Platform with the Order size, limit 

price, buy or sell indication, and committed counterparty.  One side 

of the SCP Order is entered on the Platform and matched with and 

executed against Orders in the central limit order book that are better 

than the pre-negotiated price, to the extent there are any such 

Orders. When the pre-negotiated price is the best bid (i.e., there are 

no contra-Orders at the best bid in the central limit order book), in the 

case of a sell SCP Order, or the best ask (i.e., there are no 

contra-Orders at the best ask in the central limit order book), in the 

case of a buy SCP Order, the remaining balance of the SCP Order 

shall be executed against the committed counterparty’s side of the 

SCP Order.  The agreed-upon terms of any SCP Order must be 

submitted to the Platform by one Participant within five minutes of the 

conclusion of any pre-negotiation.  The counterparty to the 
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hearing pursuant to Part 9 of CFTC Regulations, within ten calendar 

days of service.

F. The Participant or Authorized User whose privileges are to be summarily 

suspended shall be given an opportunity for appeal under the procedures 

outlined in Rule 9.5I. The decision affirming, modifying, or reversing the 

summary suspension shall be furnished by electronic mail to the suspended 

Participant or Authorized User, and to the Commission no later than one 

Business Day after it is issued. The decision shall contain:

1. a description of the action taken and the reasons for the action;

2. a brief summary of the evidence received during the appeal process;

3. findings and conclusions;

4. a determination as to whether the summary action that was taken 

should be affirmed, modified, or reversed;

5. a declaration of any action to be taken against the suspended 

Participant or Authorized User as the result of that determination;

6. the effective date and duration of that action;

7. a determination of the appropriate relief based on the findings and 

conclusions;

8. a statement that any Person aggrieved by the action may have a 

right to appeal the action pursuant to Part 9 of the Commission’s 

Regulations, within 30 calendar days of service; and

9. a statement that any Person aggrieved by the action may petition the

Commission for a stay pursuant to Part 9 of the Commission’s 

Regulations, within ten calendar days of service.
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A. The Exchange will submit to the Commission a schedule listing all those 

Exchange Rule violations which constitute disciplinary offenses as defined 

in paragraph (a)(6)(i) of CFTC Regulation 1.63 and, to the extent necessary 
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